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GENERAL

Soviet=Philipnine Trade Proposals
Addi tionel informetion concerning the trade offera made To ! ilippine
offioials by the Soviet TIrade representative in Japan has recently been
received from the US Embassy, Manila. The offers {on paper, plywood, window
plass, talo, and orabmeat) were on a CoIoFe Manile basis and subject to 'v
approval of samples to be sent from the USSRa ;

Althourh some specifioations were furnished by the Sovists it is not
possible to make exact comparisons vith prices of similar US products.
Generally, however, the Soviet offers avpesr to be compstitive even after
the Philippine tariff is applied. TFor example, Soviet prices for newsprint,
which is difficult to obtainm in the US except on contract, is considerably
above US list prices but below the "gray market" price. Printing paper’ves
quoted much below US prices, but offers of kraft paper and sulphite pulp,
with the Philippine tariff added, would be slightly above US prices, Birch
plywood was offered at well below US prices even in the face of a 40 per cont
tariff, The prioces on window glass, on the other hand, were roughly equal -
to what US suppliers could offer and could not compete against the 25 per oent
tariff advantage. Some action on these proposals may be revealed in terms of
{n-bound and out-bound cargo on the Soviet ships now scheduled to visit Yanila, 25),‘(1
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Economic  outlook reported brighter. UBr. Shigeto TSU.U, Deputy Directo
General ol the bconomic otabilization l'ocard has made the following observa-
tions concerning the status of the Jzparese economy to representatives of
the US Department of State and USPOLAD: The economic outlook is brighter;
the turiing point came in Decerber 1947. Dr. TSU cited as signs of
jmproverent the following: 1) Black market prices did not siyrocket during
the yolitical vacuum which existed in the interval between the fall of the
Katarama Calinet on 9 February 19L8 and the formation of the Azhida Calinet
on 9 “arch 1948. 2) Staple food distribution hss improved in large measure
as a result of the rerularity of the receiprt of imports from the US in
sontrast to previous peak shipments in the few summer months just rreceding
Japanese harvesting. 3) The 1947-18 rice collection progranm has been
successfully completed. L) Tax collection has improved. A progressive
increase was maintained in January and February 19L8. UDuring February the
collection averaged a billion yen a day. (liowever, collections especlally
from the sclf=-assessrent tax groups are still in need of drastic improvement. )
€) The note issue has corntracted (to the extent of over one billion yen in
Jaruary and over two and one-half billion in February.) 6) Froduction of
coal, which started to improve in November 19,7, continues to improve,
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plections postponed. The UM-supervised electiors, oririnally scheduled
Tor 9 .lay, have been postpcied at least until 20 “ay. On 9 'lay there will
be an eclipse, re~arded by the rererally super-titfous Yorcans as an 111
omen. ‘ihe new election date is apparently more propltious and is not a
Surday, thus ob iatirg the obje tion raised by some shristian groups against
the 7 May date. In adiition, postpcnenent of the elections will allow the
UN Cormission more time for rreparations. :

‘ QRATIRT
Approved For Release 2008/05/16 : CIA-RDP79-01082A000100010027-0



Approved For Release 2008/05/16 . CIA-RDP79-01082A000100010027-0

CHINA

Folitiead ' ,

National .sserbly opaned on 29 Vurch as scheduled, ith = speech by
Chiang Kaiesiiek in which he ur;ed suppresiion of the Commniste and implemen-
tation of tha Constitution. 1,639 of the rotal 2,0.5 delegates were present -~
a pumber sufficient for ccnvocetion, at still 301 short of the two-thirds of-
ficial quorum, Preparatory suseiona vAll e held for tio dars pending com=
pletion of a quorum. '

The dispute over the distribution of liationel \fkasembli aseats vus seitled
when the Generalissimo intervened. liv 1gsuod an order that the Ruomintang can-=
didates elected without perty tocking would have to give up thedr seats in
favor of candidates of the two minority partice.” Ten of these Kuopintang ir-
reguiare attempted & hunger strike as protost agcinst the decision but were
rejoved from the Assembly suditoriune :

Sun Fo and Yu Yu~-jen have officially enpounced their candidacies for vice-
president; thus their nanes are added to those of Li Tsung-jen and Cheng Chien,
The postponement of the Kuomintong Central Ixecutdive Committee meeting beyond
the opening of the National Asserbly ey indicate thal the fight for the po-
sition will be conducted in the National Asserbly without official Xuomintang
tecking of any ono candidute, bub presumably Chiang's favar vill determine the
man oclected,

Chieng Kai-shek, specking at the final seesion of the Feople's Political
Council, which ended ten yeara! existance on 28 U'nrch, said he mede his worst
tlunder vhen he tolerzted the Comrmnists during the civil war, le expressed
optimism, however, by the opinion that despite appearances he folt that the
situation inside and outside Chima wos morc favoreble then in 1938, However,
Chang Po-ling, Chairman of the last FFC meeting, varned Chiang thet morale of
the Chinese people was lowor than it wes ten yeors az0. In concludings the
PPC gabe its unanimous support to Chiang for president.

The labor situation situstion in Shenghai is tense following a large nume
ver of arrests of workers made a3 the result of the uncovering of a Commnist
plot to “create widespread aisturbances and destruction among the cityts im=
portant buildings and utility plents" in the city in the next couple of months.
The Consulate General expresses the opinion that vhile some of the workers
were undoubtedly Commnists much of the difficulty arises within the Kuomintang

with one faction opposing the rigid labor controls of the CC Clique,

The Chiness Government spokesman had no corment when asked by rewsmen for
roaction to the Senate Foreipn Ralztions Coamittee's recent criticism of the
Kuomintang and the subsequent yithdraval of these siatements by Commitiee Chaire-
nen Vandenborg. Unidentified Gevernmeni lecders exs roporied to have displayed
grond bitternsss over this 1atest attack from iashiugbon, strossing it wes par-
ticularly regrettable since it coinelded with the opening of Chiral's first
‘tionald. Lesembly. One official contencs thet the effectiveness of the Ameri-
can loan tends to be minimizmed Wy the insistense that 0id la being glven be-
prudgingly and with 1ittle hope of doing good,
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resth China Daily News, infiuentiel shanghsli British puper (vwhich some-
times reflects Dritish officicl views), sGivorlediising on Forelgn Minister x
Jang Shih-chieh's reccunt spoech vefore tue FIC in which hr eportedly sald ‘
#that Chinais relations with the USSR in Yhe coulng ywor v ‘1 heve to be hang—=
i2d with uvtmost care, otherwise & hazardend courue right ¢ lou”, stated that
on face valuo the speech would nean Chins iz not really concerncd about stop- g
page of Carvmnien anywhere oxcept inslds lier otn borders. vefurring to the |
Foreign Linister!s statemend that China ¢=e receiving only - econdary consider~
ation by the U5, the newspipor comented thet Mii, shovid noi, be forgotten that
China had put herself in the position of asking ene friendl nation (US) to
help her in werding off attentions of anoiher friendly nation (USSR) with whom
she has centracted a Fact of jpdty.”? Tho ypanor -aded #hat the Foreign lMini-
ster's surprise at PPC eriticism of the 5290UNCODED pact iz echoed by many in
China and outside; fipther thal foreiynors ore muprised thet the pact was ap-
proved by the FIC in seoret sosalon weforn it ves signed, v.th litile or no i
discussion. _ 2o%1
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Economie

Lxchange/Prices. Adverse military developents contimied W be a prime
factor in %ﬁe E}mnghai mrket during the past wcek, Foreisn exchange rates
and commodity prices soared to new highs, then snbeided eficr some military
reports proved exaggerated. Rice hit a nigh of ON $4.5 million & picul, then
aropped to CN (3.75 million, The US dollar plackmarket exchange rate reacted
similsrly, dropping to CN 460,000 on 26 Larch, Rice retioning is reparted
having a stebilizing influence on other food prices; unrationed rice rose much
less the past week when compared with cotton yarn and cloth.

The Shanghal liorket: US $ ixchange (Selling Rate Kholesale Price of Rice
 Offfcial open® ckrariet per 172 1b picul
This week (26 Mer 48 OF 258,500  AG0,000  ON $3,750,000
Woek ago (19 Mar 48 258,500 525,000 3,450,000 :
Month ago (26 Feb 48) 151,000 305,000 3,050,000 -
Yoar g0 (26 Lar 47 12,000 12,000 110,000
(S Dollar Balances, A4 confidential (mefiicizl) ropert to the State Do-

partment showe China's net dolisr asseta 2t US H176 milllica on 31 December 1947,
while officially reported short berm balances iere given at US §137.8 willion
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for the seme dete, Both figures exclude surplus property account with US
Treasury, end gold in Shanghai, but include Ceniral Bank®s goid in the US.
piffercnce is bellevec chiefly Bank of Chimat!s dollar aecurities and Central
Bank!s vault oash, Prelimimury figures for 31 Jemury 1948 indicate assets hed
declined bty US {18 milliom,

Fare Trade. The llatSonal Government has announced i agreenent with -
Partuguese Lacao whercby exporte of antinony, bristles, cotion yarn, tea, tin, :
wolfram and vegstable oils will be parmitied only upon evidemce that the foreig:

, relative to such axparts from Chins, has been sold to the Central
Bank, This stop waa taken in an'effort to stop the large~-scale smgeling
activity between China and Hacao, ‘

Eili - ’

ﬁa was not ruch militery activity in Lanchuria during the past week,
and the min Commnist forces are deployed betweon Mukden and Changchun, The
expected Commnist attack on the latter ¢ity hes not yot developed, whils US
Consul Generel Mukden is "inclined to concur"” 1n local obscevers?t opinion that
the Commmists will not attack the Mukden area before the end of April at the
earliest, The Commmists, in addition to resting, regrouping and resupplying
their troops, are rushing repair work on their rear area rail net, especially
east of Ssupingkai. Press reports that the Hationalists are pushing north
from Chinchou snd that a truck convoy has reached !uiden over the recently
opened highway are both termed felse by US observers,

Late press despatches indicate that in Horth Chins; Commnist units may
either have brolken off their attacks on the Pingsul railroad or shifted to
another sector. During the attack the Commnisis occupied a mumber of stations,
caused extensive destruction of the railwy (especially between Kalgan and
Tatung), and forced Fu Tso-yi to redispose his forces Lo ncot this new tlireat
in his rear., In addition Yuhsien, Huijen, Teoyun, and Yuyu on the Tatung de-
fense periphery were occupled, and Tatung itself was brought under artillery
fire., The Commnist radio clalied the capture &f most of the Poshan coal :
mining erea east of Tainan in Shantung. Corpmniet raiders again cut the Tsinpu
reil line south of the city, The cormender of the Hationnlist military in
Teinan stated that he would not guarantee the city for more than two months,

In Central Chine, the Nationalists have reoteupied Loyang while Commnist
forces are now reported to hold practically all of the smell river ports on
the Yengtee Itiver from Nentung to the riverts mouth, As fighting wes reported
across the river from the Kiangyin naval buse, the Chinese Havy patrols were
called upon to prevent Commmist crossings in view of the absence of sufficient
ground forces in the area,
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ii1itary penetration of aivil poverawent. The recent ap sinfoent of
Coloriel Phao, & memper | in the Yovember 1947 cup group,
ns Deputy Divector—General of the Volice Lenertisent i3 an additional indleation
of Yarshel Phibulie tacties for persbtratiocn of the Khuang Saeranent. A hint
of this move ocourred lasi month when Colonel Phao omburrasoed the military by
perzonally dzmanding this appointinent from the Taterier inisicr, Becauss of
its poor timing relative to the Laoriant iscuen of farelgn receopnition and
military interferenco in the government, this lncidonl was played dom; the
arousing of forelen susplciocns at that tiwe as to Fhilults true intentions was
considored detrimental to Slam's ilnberests, Since ths military s exsluded
from nignificant posts in the reeenilv formed cabinel, it is believed that
{4 view of the present quiet nolitical sitvation Knuing has eonsidered it
feasivle to ssres to Colonel Phao!a aprointment ns o adnor arreasement of
nmilitary pressurs. .

. m'n'zf T+

Political situation aporoaching erisis. The Durmese Covernment has lost
much public suppori since mid-L'areh bscuuse of its arbiteary repgulation of the
press and its inability or disinclinstion to denl effectively with dissident
political eloments. The Communiste supported
by the Peoples Volunteer Crganiszalion 7 have the inftiative In em-
barrassing the Government, and now constitules the major threat to the rovernment.,

There appears to be three possible outcowes of the present asituntion, =21l
of which will. probably involve bLloodshed, Tirst, and most Tikely, the Sovernment
will attemmt to establish a dictatorship, Prime 'inister Thakin Mu, on 28 March,
armarently reversing his previous polisy of zypeassment, announced that the
fanmunists are to be ruthlessly suprressed. Simultareously, Communists and
thelr sympathizers were arrested in widely sepurated ars&s of Burma, Such firm
measures may be effective in maintaining law and order, but st appears to be
too lste, and the Communists are alwmost certain to resist force with foree.
It is questionable if the fovernment's forces are capsble of supnressing a
full-dressed Communist-Fv" insurrecticn.. Cocond, & ¢calition govarnment ine
cludirg Communists and PV7's might te formed st the expense of the Soecialists.
This would mean lowering the intellectual quality of the Government and reslstance
‘an the part of the Socialists who now cantrol the Police aind the Army. Third,
the fovernment could allow the situation to deteriorate until chaos rvled Burma,

Intra-Burman strife is likely to cause the Karen problem to becoms acute
again as well as ralse other minority difficultien, Feomomic recovery will be

retarded and the chances of Communist domination will He increased in direct
provortion to the seriousness of consequent develommonte.
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Secretary of.the Interior bx-pseged in imnlaacnicl
RS 1an, Secretary of the Intsrior Josa C. suluete wac consplcuously
hy-passed by President loxe: on 19 ierch in the isplementatior of the declare
ntion outlawing the dissident Rukbnlahsp &nd te Fetlonal Pesr ute Unton(PKH).
Zxluete, who is technicnlly reenorsible for the direction of %1e Constabulary,
. aed earlier haen ordered by Hoxme to advire low anforeing ;e 'ler of the
sction to be tsken. Apnarentls Zvlnets injected hie own interretation of
the declaration by ierulng & cirenlar wilca ctnted thnt fmk-rrd mesbers
who eignified their intention to ~hapdon tha orgenizsiions wonld not be
prosecuted, On 19 ‘ierch, however, Roxrs byepasped “uluete by informing the
Prilippine (cnetsbulery and the llarila Mayer thet the “Jeclarrtion stends
as issuedj act accerdingly.” ‘

Zulueta's party loyrlty hae Leen questiored for some monihe by Libersl
arty lesders and more recently “is politic:l afrilistions »a 9 boen reported
a source of worrvy fo the iloxae gdministretion. Iuring the re:-% month a
Manila ness weokly noted that precsidertisl enndidate Joge P, .surel had
supgested Zulueta as a running rate.

r~

Defal C. aLar aime symilahle fol SHETZENQY « Secretary
of Netional Lefense luperto Xemgleon is reportec 1o Lave statod om 28 Msreb’
that the Frilippines can mobilize at leasl 300,000 geldiers in avent nf e

wsr cmergency ard that Filipinos w31l be randy to teke up arms side by gide
sth tre US, hils the presert Philipnine sy 1o petimoted ¢t about 17,000
men and the Constsbulary (s reserve compmment) har on autherized stremgth of
12,000, reg-rves ave reported to mumber from 200-400,000, Secretary Bangleon
irdicated, hovever, that %e “1d pot velleve war would come to the Philippines;
ihat the USSR wad no invasion Tleet ard no air beres cepable of supporting
an invasior. The Katiopal Cefense Secretsry pointed out that the denger was
more likely to come from within the Frilip inee but that the Fhilippine army
boliaved itself capsble of coping with digsident froups.

Al fasrd
3

¥hile ti.e House ipnropristiors Comnlttee on 20 “srch approved a virtually
unchanged de“ense budget of aprroximately 52f milliom, Secret-ry Eangleon
indicated thet 210 to $15 millior more will Te requected to put tre sxrmed
forces on g wer footins, The Gerersl e ff Yrng been instrucited to eubmit a
dotailed report of the needs of the army Lopether with an estinnte of the
fwnds recunired to cover these enngnees for & ariod of one yeer. The army
prograr is expectad.to be submitted promptly io ‘resilent Reyag for apnroval.
Usanwnile, plane “ave elready te:n completa? for s urlvercsl militery train=
ing progrs® with a ~cal of 12,007 tralnese onrvallys twenty=-year-olds are
reuuired 1o register in April and the £rpet croup of 3,000 sre echeduled to
bogin treining in June,

<TRALLS

meﬁmmm;m Foreijn Minister
Tvatt considera tlet the world ia ir a siste ot Wied £ towsrd wer,® which
only renewsd suprort of the UN can halt. In s cpeech before the recently
formed Ausirelian National Cormitiece for the UN, “e empharized that sll
disputes could be settled by the application of facts and Justice tut none
could be resolved by power politice,

~
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4t TRALTS (continued)

A definitive wtetement of offtcial Austrslion -oliey ls expacted to be
fortheomirg in the Farlismentsry Jebrte 0B fureipm - ffeirs eerly in April,

l‘!"fﬂ.’ ZE a; a ;2 .

Poligy towsrd TFIU under cousideratien. Tne kew lealsnd Federation
cf labor's position in regard o tie Torld Fsdevaiion of Trado Unioms (WFTU)
Ls currently under consiferation ir view of the presibility ¢ a split betveen

the Cormmunist end non-Cormmnist mezbers of the lutier hoiy. - ormelly com-
mitted to »Feservirg the vnlty of tre TITE, the NZ Fe'ercilon of Labor is
irwsrdly divided on the advieshlliiy of rieking e bresk up by oreclpitsting

e stend on tre Marehsll Plan. The Nev Lesland Federstlon ie strongly attached
to the TFTU and would deeply rerret io see &n voeil split Jevedsp. Cn the
other hand, mejority opimion on uie Fete s uirals Fracutive Crwslttee does not
wish to pee the TFTU bacome a tool of foviel rollov or & ropnding boerd for
Soviet propagsrde. It is rot clesr what ths .ed-ntinanlg ~oitey would be in
tie event cf 2 robirm & 4vc TP, TE &a moseihlo tiab it would follow the
iead of the Fritish Trade Union Courell, for vtich the New Zealand body hes
considerst le respect. +t would be extremely puc ~ictour of any ~ove orgen-
5.38d by the Americen Federation of l-tor, w-ich New Zealand conslders sacri-
f'iced sny clein to lead interrationsl treds vnioniem by ite consistent
refusal io teke nert ir the “orld Federntlon. '
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